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June 9, 2005

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, California 90012

Dear Supervisors:

MAINTENANCE AND REPAIR SERVICE AGREEMENTS WITH
ORIGINAL EQUIPMENT MANUFACTURERS
(All Districts) (3 Votes)

IT IS RECOMMENDED THAT YOUR BOARD:

Approve and delegate authority to the Director of Health Services, or his designee, upon review and
approval by County Counsel, to:

1. Execute a replacement Agreement with Philips Medical Systems, Inc., for the continued provision
of maintenance and repair services of medical equipment located at various Department of Health
Services’ (DHS) facilities identified on Attachment A, effective July 1, 2005 through June 30, 2010,
with a Fiscal Year (FY) 2005-06 maximum obligation of $3,564,647 and total five-year maximum
obligation of $17,823,235, net County cost, and to increase the total maximum obligation, by no
more than 20% above the Fiscal Year 2005-06 maximum obligation for unanticipated maintenance
and repair services, and to increase the total maximum obligation, by no more than 20% above the
Fiscal Year 2005-06 maximum obligation for additional equipment coming off warranty, for a
potential annual increase of $1,425,859.

2. Execute an Amendment to Agreement No. H-209794 with GE Medical Systems, to continue
provision of maintenance and repair services of medical equipment located at various facilities
identified on Attachment A, effective July 1, 2005 through June 30, 2010, with a FY 2005-06
maximum obligation of $741,371 and total five-year maximum obligation of $3,706,855, net
County cost, and to increase the total maximum obligation, by no more than 20% above the Fiscal
Year 2005-06 maximum obligation for unanticipated maintenance and repair services, and to
increase the total maximum obligation, by no more than 20% above the Fiscal Year
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2005-06 maximum obligation for additional equipment coming off warranty, for a potential annual
increase of $296,548.

Execute an Amendment to Agreement No. H-210611 with Siemens Medical Solutions USA, Inc., to
continue provision of maintenance and repair services of medical equipment located at various
facilities identified on Attachment A, effective July 1, 2005 through June 30, 2010, with a FY 2005-
06 maximum obligation allocation of $338,137 and total five-year maximum obligation of
$1,690,685, net County cost, and to increase the total maximum obligation, by no more than 20%
above the Fiscal Year 2005-06 maximum obligation for unanticipated maintenance and repair
services, and to increase the total maximum obligation, by no more than 20% above the Fiscal Year
2005-06 maximum obligation for additional equipment coming off warranty, for a potential annual
increase of $135,255.

Execute an Amendment to Agreement No. H-210686 with Siemens Medical Solutions USA, Inc., to
continue provision of maintenance and repair services of medical equipment located at various
facilities identified on Attachment A, effective July 1, 2005 through June 30, 2010, with a FY 2005-
06 maximum obligation allocation of $810,998 and total five-year maximum obligation of
$4,054,990, net County cost, and to increase the total maximum obligation, by no more than 20%
above the Fiscal Year 2005-06 maximum obligation for unanticipated maintenance and repair
services, and to increase the total maximum obligation, by no more than 20% above the Fiscal Year
2005-06 maximum obligation for additional equipment coming off warranty, for a potential annual
increase of $324,399.

Execute an Amendment to Agreement No. H-210028 with Eastman Kodak, to continue provision of
maintenance and repair services of medical equipment located at various facilities identified on
Attachment B, effective July 1, 2005 through June 30, 2009, with a FY 2005-06 maximum
obligation of $74,000, and total four-year maximum obligation of $296,000, net County cost, and to
increase the total maximum obligation, by no more than 20% above the Fiscal Year 2005-06
maximum obligation for unanticipated maintenance and repair services, and to increase the total
maximum obligation, by no more than 20% above the Fiscal Year 2005-66 maximum obligation for
additional equipment coming off warranty, for a potential annual increase of $29,600.

Execute an Amendment to Agreement No. H-300538 with Steris Corporation, to continue provision
of maintenance and repair services of medical equipment located at various facilities identified on
Attachment B, effective July 1, 2005 through June 30, 2009, with a FY 2005-06 maximum
obligation of $158,590, and total four-year maximum obligation of $634,360, net County cost, and
to increase the total maximum obligation, by no more than 20% above the Fiscal Year 2005-06
maximum obligation for unanticipated maintenance and repair services, and to increase the total
maximum obligation, by no more than 20% above the Fiscal Year 2005-06 maximum obligation for
additional equipment coming off warranty, for a potential annual increase of $63,436.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTIONS:

The purpose of these recommended actions is to enable the Department of Health Services (DHS or
Department) to ensure continued provision and management of maintenance and repair services for a
variety of critically-needed equipment at DHS facilities and delegate authority to the Director, or his
designee, to make the necessary adjustments in equipment inventory and related contract funding to
maintain and repair such equipment, including adding equipment coming off warranty, without delays to
ensure patient care services and hospital operations are maintained.

Implementation of Strategic Plan Goals

The actions meet the County’s Strategic Plan Goals of Service Excellence and Organizational
Effectiveness by promoting best practices in maintaining patient care equipment and providing flexibility
to ensure that all the equipment is maintained to industry, licensing, and certification standards.

FISCAL IMPACT/FINANCING:

The current and proposed annual maximum obligations for each DHS facility by Agreement/Amendment
are identified on Attachments A and B.

The total maximum obligation for the Agreements with Philips Medical Systems, Inc. (Philips), GE
Medical Systems (GE), and Siemens Medical Solutions USA, Inc. (Siemens) for the period July 1, 2005
through June 30, 2010 is $5,455,153, annually, net County cost. Under the Director’s delegated
authority, the maximum obligation for these Agreements may be increased by a total of $2,182,061 per
fiscal year, or 40% of the total maximum obligation for Fiscal Year (FY) 2005-06.

The annual maximum obligation for the Agreement with Eastman Kodak (Kodak) listed on Attachment
B, effective July 1, 2005 through June 30, 2009, is $74,000, annually, net County cost. Under the
Director’s delegated authority, the maximum obligation for this Agreement may be increased by a total of
$29,600 per fiscal year, or 40% of the total maximum obligation for FY 2005-06.

The annual maximum obligation for the Agreement with Steris Corporation (Steris), listed on Attachment
B, effective July 1, 2005 through June 30, 2009, is $158,590, annually, net County cost. Under the
Director’s delegated authority, the maximum obligation for this Agreement may be increased by a total of
$63,436 per fiscal year, or 40% of the total maximum obligation for FY 2005-06.

Funding has been included in the FY 2005-06 Proposed Budget and will be requested in future fiscal
years.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

In general, medical equipment, including the service warranty for maintenance and repair, are acquired
directly from the Original Equipment Manufacturers (OEM) through purchase orders issued by the

Internal Services Department or by lease/purchase agreements administered by the Los Angeles County
Capital Asset Leasing Corporation (LAC-CAL). When the warranty, purchase order, or lease/purchase
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agreement expires, the continued provision of maintenance and repair services is required to be covered
under a Board-approved agreement.

The Department procures the continued maintenance and repair services from the OEM, whenever
possible, to ensure that covered equipment performs in accordance with the manufacturer's specifications
and complies with all accrediting and licensing agencies' requirements, including the Joint Commission
on the Accreditation of Healthcare Organizations (JCAHO). Other advantages include guaranteed
response times, sufficient number of trained contractor staff to serve all DHS facilities, and availability
of replacement parts and components.

ATTACHMENT A

Philips, GE, and Siemens provide maintenance and repair services for a wide variety of medical
equipment located at DHS hospitals, comprehensive health centers, public health centers, and other
health care facilities as listed in Attachment A for each Agreement. The Department has purchased
diagnostic imaging equipment from each company.

Philips

On June 30, 1998, the Board approved Agreement No. H-209795 with Picker International, Inc. (later
assigned and delegated to Philips) and Agreement No. H-209796 with Philips. On June 29, 1999, the
Board approved Agreement No. H-210679 with Advanced Technologies Lab, Inc. (also later assigned
and delegated to Philips).

On subsequent occasions and most recently on June 29, 2004, the Board approved amendments to two of
these Agreements (H-209795 and H-210679) to revise the equipment listings and extend their terms
through June 30, 2005 for the provision of maintenance and repair services for diagnostic imaging,
radiology, patient monitoring, and nuclear camera equipment. On August 6, 2002, the Board approved
the extension of Agreement No. H-209796 with Philips through June 30, 2005. Philips has agreed to the
Department's proposal to combine and replace the three agreements with one Agreement to provide
administrative, programmatic, and cost efficiencies for both parties. The replacement agreement will be
effective through June 30, 2010.

GE

On June 30, 1998, the Board approved an Agreement with GE, and subsequently approved amendments
to revise the equipment listings and extend the term through June 30, 2005 for the provision of
maintenance and repair services for diagnostic imaging and radiology equipment. On June 29, 2004, the
Board approved the most recent extension of the Agreement with GE.

The Amendment to the GE Agreement extends the term through June 30, 2010.

Siemens

On June 29, 1999, the Board approved an Agreement with Acuson Corporation (later assigned and
delegated to Siemens) and an Agreement with Siemens, and subsequently approved amendments to
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ATTACHMENT B
Kodak

On February 9, 1999, the Board approved an Agreement with Kodak for the provision of preventive
maintenance and repair services for the medical imaging systems equipment which LAC+USC Medical
Center purchased from Kodak in 1993 and medical imaging systems equipment which Kodak donated to
LAC+USC Medical Center in 1994. On December 18, 2001, the Board approved Amendment No. 1
effective January 1, 2002 through June 30, 2002, with provisions for three one-year automatic extensions
through June 30, 2005.

Amendment No. 2 extends the term through June 30, 2009 and includes preventive maintenance and repair
services for medical imaging equipment located at Rancho Los Amigos National Rehabilitation Center that

recently came off warranty.

Steris Corporation

On June 17, 2003, the Board approved an Agreement with Steris for the continued provision of mission
critical maintenance and repairs previously procured through a purchase order. On December 16, 2003, the
Board approved Amendment No. 1 effective January 1, 2004 through December 31, 2004. On December 14,
2004, the Board approved Amendment No. 2 effective January 1, 2005 through December 31, 2009.

At that time, the Department recommended five year terms for Steris and other OEMs because contracting
with OEMs ensures that covered equipment performs in accordance with the manufacturer’s specifications.

Following Board approval, we were notified by a new Steris representative that the rates for equipment
maintenance had increased two years ago. Rates had remained the same under a Purchase Order from 2002
and during the term of the Agreement through December 31, 2004. Steris indicated they were willing to
continue to provide the services at the old rates, but only for an additional six months through June 30, 2005,
to allow the Department sufficient time to request Board approval to increase the rates to those required by
Steris to continue providing these services.

Approval of Amendment No. 3 will extend the term effective July 1, 2005 through June 30, 2009 to continue
maintenance and repair services at DHS facilities being served currently and add services at LAC+USC
Medical Center and Hubert H. Humphrey and H. Claude Hudson Comprehensive Health Centers. Steris has
agreed to maintain the same rates throughout the four-year term. See Attachment B for additional
information.

The Agreements include the latest Board-mandated language, and may be terminated for convenience by
County upon 30 days advance written notice to Contractor.

The Department has determined that these are not Proposition A Agreements because the services are
provided on a part-time or intermittent basis, and therefore, provisions of the County's Living Wage Program

do not apply.

Attachments A and B provide additional information.
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CONTRACTING PROCESS:

It is in the best interest of the Department to obtain maintenance services from these sole source OEM,
especially for patient care equipment. This equipment was purchased from the OEM and warranties were
obtained. When the warranty expires, the Department must obtain maintenance services from the
manufacturer’s authorized service representative. OEMs ensure that the equipment, which often uses
proprietary technology, performs in accordance with the specification and complies with all accrediting and
. licensing agencies’ requirements including JCAHO. Other advantages include guaranteed response times,
trained staff, and availability of replacement parts and components that other companies cannot guarantee.

IMPACT ON CURRENT SERVICES (OR PROJECTS):

The approval of these actions will allow DHS to ensure necessary equipment repair and maintenance
services are provided without interruption at County health facilities.

When approved, this Department requires three signed copies of the Board’s action.
Respectfully submitted,

Moras\ Ui

Thomas L. Garthwaite, M.D.
Director and Chief Medical Officer

TLG:ck

Attachments (2)

¢:  Chief Administrative Officer
County Counsel

Executive Officer, Board of Supervisors

* MTCE AND REPAIR SVCS - OEM.LS.wpd
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